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E.O. 11652: GDS 
TAGS: ECRP CH XX 

SUBJECT: PEOPLE'S REPUBLIC OF CHINA ECONOMIC REVIEW 13 
REF: CERP 0003 
TABLE OF CONTENTS: 

1. SUMMARY OF ACTIVITIES DURING THE REPORTING PERIOD 

2. MORE ON HUNAN'S ECONOMIC PROBLEMS 

3. KIANGSI, TOO, FACES ECONOMIC PROBLEMS 

4. SMALL PLANTS PRAISED, LARGE ONES SLAMMED 

5. OUTPUT AT TA-KANG UP 22 PERCENT 

6. INDUSTRIAL CONVERSION FROM COAL TO PETROLEUM 

7. CHINA TO SUPPLY MORE CRUDE OIL TO JAPAN 

8. PRC RED CROSS AID TO PERU 

9. CHINA BUYS EQUIPMENT AT FRENCH EXHIBITION IN PEKING 

10. RECENT REPORTS ON ECONOMIC TOPICS 

1. SUMMARY OF ACTIVITIES DURING THE REPORTING PERIOD 

HUNAN PROVINCE'S AGRICULTURAL DIFFICULTIES, REPORTED IN 
ER 12 AND HK 6790, APPEAR TO HAVE BEEN AUGMENTED BY A COAL 
SHRTAGE. IN THE LESS PROSPEROUS PROVINCE OF KIANGSI, 

A LACKLUSTER ECONOMIC PERFORMANCE MAY BE CONTRIBUTING TO 
POLITICAL DIFFERENCES. THE CAMPAIGN AGAINST THOSE WHO 
"LUST AFTER FOREIGN EQUIPMENT" HAS ACQUIRED A NEW WRINKLE: 
THINGS BIG AS WELL AS FOREIGN ARE TO BE DISTAINED, WHILE 
SMALL PLANTS HAVE MANY HITHERTO HIDDEN VIRTUES. CRUDE OIL 
PRODUCTION CONTINUES TO EXPAND; OUTPUT AT TA-KANG GREW BY 
22 PERCENT IN THE FIRST FIVE MONTHS OF 1974. THERE ARE 
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INSTANCES OF INDUSTRIAL CONVERSION FROM COAL TO OIL. NONE- 
THELESS, CHINA IS IMPORTING OIL FROM IRAQ AND ALGERIA. 

DESPITE GROWING INTERNAL USE AND IMPORTS, CHINA HAS AGREED 
TO INCREASE ITS EXPORTS OF CRUDE TO JAPAN TO A TOTAL OF 
4 MILLION TONS IN 1974. THE IMPASSE WHICH DEVELOPED IN 
THE FISHERIES NEGOTIATIONS WITH JAPAN (SEE ER 12) APPEARS 
TO INVOLVE NOT ONLY CHINA'S CLAIM TO A 200 MILE LIMIT FOR 
ITS FISHING GROUNDS BUT ALSO PROPOSED HORSEPOWER LIMITATIONS 
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ON JAPANESE CRAFT FISHING IN THESE WATERS (HK 7187). ON 
JUNE 25. THE MINISTRY OF FINANCE ANNOUNCED A DECISION, 
EFFECTIVE JULY 1, TO TAX FOREIGN VESSELS CARRYING EXPORTS 
OR PASSENGERS FROM CHINESE PORTS. TWO SEPARATE TAXES 
(TOTALLING THREE PERCENT) AND A SURCHARGE OF ONE PERCENT 
OF THE TAX WILL BE LEVIED ON THE GROSS TRANSPORT INCOME 
DERIVED FROM EACH OUTBOUND VOYAGE (WE ARE LOOKING INTO THE 
IMPLICATIONS OF THE CHARGE AND WILL REPORT SEPARATELY). 

THE FIRST CHINESE RED CROSS DONATION THIS YEAR WAS MADE 
TO PERU FOR FLOOD VICTIMS THERE. PARTICIPANTS IN THE 
RECENT FRENCH EXHIBITION IN PEKING SOLD 60 PERCENT OF 
THE EXHIBITED EQUIPMENT; THIS, HOWEVER, WAS LESS THAN 
THEY HAD ANTICIPATED. END SUMMARY 

2. MORE ON HUNAN'S ECONOMIC PROBLEMS 

IN ER 12, WE NOTED ECONOMIC DIFFICULTIES IN HUNAN 
PROVINCE: EARLY RICE ACREAGE IS ONE MILLION MOU LESS 
THAN LAST YEAR, AND INDUSTRIAL PERFORMANCE - JUDGING 
FROM THE ABSENCE OF CLAIMS - HAS BEEN DISAPPOINTING. 

ASIDE FROM ADDING TO PROVINCE CHIEF HUA KUO-FENG'S 
POLITICAL PROBLEMS, THESE PHENOMENA APPARENTLY AHVE 
CREATED PLANNING DIFFICULTIES. RADIO CHANGSHA. ON 
JUNE 10 AND 21, CARRIED EXCERPTS FROM HUNAN DAILY WHICH 
ARE MORE SPECIFIC ABOUT THE SOURCE OF HUNAN'S PROBLEMS. 

THE JUNE 10 BROADCAST INDICATED, IN SO MANY WORDS, 

THAT COAL OUTPUT - DESPITE "SCORING ACHIEVEMENTS" - 

HAD FAILED TO MEET DEMAND. CONSEQUENTLY. INDUSTRIAL GROWTH 

HAD SUFFERED AND, VIA THE CHEMICAL FERTILIZER INDUSTRY, 

COAL SHORTAGES ALSO THREATENED AGRICULTURAL PERFORMANCE. 
TO SOLVE THIS PROBLEM, HUNAN DAILY EDITORS STRESSED 
RELYING ON THE MASSES IN ORDER TO "TAP POTENTIALS" - 
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SOLUTIONS THAT WILL HARDLY APPEAL TO MANAGERS AND 
BUREAUCRATS IN HUNAN. 

THE JUNE 21 BROADCAST UNDERLINED THE IMPORTANCE OF 
THE YET TO BE PLANTED LATE RICE CROP ("IT HAS THE ROLE 
OF DECIDING HOW HIGH OR LOW THE TOTAL OUTPUT OF GRAIN 
PRODUCTION THROUGHOUT THE YEAR WILL BE.") AND EMPHASIZED 
THE NECESSITY OF CAREFUL PREPARATIONS. THERE WERE NO 
INDICATIONS THAT CADRE IN THE AGRICULTURAL SECTOR WERE 
TO BE BLAMED FOR THE DECLINE IN EARLY RICE ACREAGE (THE 
BROADCAST CITED DROUGHT THROUGHOUT THE SPRING AS ONE 
FACTOR), SUGGESTING THAT THE ACREAGE DECLINE WAS A PRO- 
DUCT OF DROUGHT AND FERTILIZER SHORTAGES - FACTORS 
BEYOND THE CONTROL OF AGRICULTURAL CADRE. (UNCLASSIFIED) 
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3. KIANGSI, TOO, FACES ECONOMIC PROBLEMS 

ECONOMIC DIFFICULTIES MAY BE EXACERBATING OR AT LEAST 
PROVIDING A BASE FOR POLITICAL PROBLEMS IN KIANGSI. IT IS 
A RELATIVELY BACKWARD PROVINCE AGRICULTURALLY AS ALMOST 
HALF OF ITS 168,000 SQ. KM. IS MADE UP OF RED SOIL THAT IS 
CLAYEY AND LACKS HUMUS. ALTHOUGH A PROVINCIAL PARTY 
SECRETARY SAID IN IANUARY 1973 THAT THE AIM WAS TO TRY 
HARD FOR A NEW BUMPER HARVEST AND OVERFULFILLMENT OF THE 
ANNUAL PLAN, WE ARE NOT AWARE OF ANY GRAIN PRODUCTION 
CLAIMS FOR EITHER 1972 OR 1973, MUCH LESS FOR 1974. LIKE- 
WISE, WE HOLD NO GROSS INDUSTRIAL OUTPUT VALUE CLAIMS FOR 
1974. THE 1973 CLAIM WAS 8.1 PERCENT, I.E. ABOUT THE SAME 
AS THE NATION AS A WHOLE, MAKING THE TOTAL MORE THAN 100 
PERCENT GREATER THAN THAT OF 1965. IN CAPITAL CONSTRUCTION 
AND TRANSPORTATION, THE ANNUAL PLAN WAS ONLY "FULFILLED" 
(RS JANUARY 8). 

WHILE NO CONCLUSIVE, THE DEARTH OF CLAIMS SUGGESTS 
ONLY MODEST PROGRESS AT BEST. SUCH CONDITIONS SEEM LIKELY 
TO PRODUCE DIFFERENCES OVER THE APPROPRIATE POLICY LINES 
TO FOLLOW IN ORDER TO ACHIEVE BETTER PERFORMANCES IN 
BOTH INDUSTRY AND AGRICULTURE. (UNCLASSIFIED) 

4. SMALL PLANS PRAISED, LARGE ONES SLAMMED 

ANOTHER INDICATION OF THE CHANGED ATOMOSPHERE TOWARD 
LARGE FOREIGN POLANTS SHOWS UP IN RECENT NCAN ITEMS ON 
SMALL CHEMICAL FERTILIZER PLANTS. IN APRIL LAST YEAR, 

PEOPLE S DILY FOUND REASONS TO PRAISE LARGE, MODERN 
PLANTS AS WELL AS SMALL LOCAL ONES (PD, APRIL 30; 1973 
ER9, HK 4426) . THIS YEAR, HOWEVER, NCNA HAS LARGELY 
IMMITTED THE FORMER AND - IN A NEW TURN OF PHRASE - IS 
NOW SNIPING AT "THINGS BIG AND FOREIGN". (SEE ER'S 9 
AND 10) 

ACCORDING TO A JUNE 18 ITEM ON SMALL CHEMICAL FER- 
TILIZER PLANTS IN HUPEH AND HONAN, THE BURGEOIS HEAD- 
QUARTERS HEADED BY LIU SHAO-CHI CRAVED THINGS BIG AND 
FOREIGN, OPPOSED MAO'S INSTRUCTIONS FOR DEVELOPING LOCAL 
SMALL AND MEDIUM -SIZED ENPERPRISES, AND SUPPRESSED THE 
ENTHUSIASM OF VARIOUS LOCALITIES FOR BUILDING UP INDUS- 
TRIES WITH THEIR OWN FUNDS AND MATERIALS. NCNA CLAIMED 
THAT SMALL PLANTS ARE BETTER THAN "THE BIG PLANTS IN 
SECRET 
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IN BIG CITIES" IN ENSURING THE TIMELY SUPPLY OF CHEMICAL 
FERTILIZER AND REDUCING TRANSPORTATION COST. 
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THESE NEW ITEMS ARE PRIMARLILY INTENDED TO PRAISE 
SELF-RELIANCE AND TO MAINTAIN THE ENTOUSIASM OF LOCAL 
UNITS FOR INVESTING THEIR OWN RESOURCES IN INDUSTRIALI- 
ZATION. BUT BY IMPLICATION, THEY CONTINUE THE CRITICISM 
OF OVER-RELIANCE ON IMPORTED PLANT AND EQUIPMENT. IN THIS 
CONNECTION, WE NOTE AN APPARENT HIATUS IN PRC TALKS FOR 
LARGE FOREGIN PLANT DEALS. WE ARE NOT AWARE OF ANY MAJOR 
NEGOTIATIONS CURRENTLY ACTIVE, AND A JARDINE'S SOURCE 
SPECIFICALLY STATED TO US IN MID- JUNE THAT THERE WERE NO 
BRITISH DEALS COOKING. (LIMITED OFFICIAL USE) 

5. OUTPUT AT TA-KANG UP 22 PERCENT 

CRUDE OIL PRODUCTION AT TA-KANG — ONE OF CHINA'S 
"THREE LARGE-SCALE OILFIELDS" - GREW BY 22 PERCENT DURING 
THE FIRST FIVE MONTHS OF 1974 COMPARED TO THE SAME PERIOD 
LAST YEAR (NCNA IN HONG KONG TA-KUNG PAO, JUNE 21 ). IN 
THE EIGHT YEARS OF PRODUCTION AT TA-KANG, CRIDE OIL OUTPUT 
THERE WAS 3.1 TIMES THE TOTAL AMOUNT OF OIL PRODUCED DURING 
THE 42 YEARS OF OIL PRODUCTION IN OLD CHINA. EARLIER, NCNA 
REPORTED (MAY 15) THAT FIRST QUARTER OUTPUT AT TA-KANG 
WAS UP BY 28 PERCENT. IT WOULD PROBABLY BE PREMATURE TO 
ATTRIBUTE SIGNIFICANCE TO THE SLACKENING IN THE RATE OF 
GROWTH APPARENT DURING THE PAST TWO MONTHS. (UNCLASSIFIED) 

6. INDUSTRIAL COVERSION FROM COAL TO PETROLEUM 
RADIO CANTON (MAY 21) HAS GIVEN US A RARELY REPORTED 

INSTANCE OF THE CONVERSION OF INDUSTRIAL FACILITIES FROM 
COAL TO PETROLEUM. THE MODIFICATION OF THE HEATING 
FURNACE AT CANTON STEEL ROLLING WORKS TO BURN OIL IN- 
STEAD OF COAL TURNED UP IN AN ACCOUNT OF THE PLANT S 
HANDLING OF POLLUTION PROBLEMS, PRESENTED AT A RECENT 
SYMPOSIUM ON SMOKE AND DUST ELIMINATION. 

THE NEARLY SIMULTANEOUS APPEARANCE OF THIS ITEM AND 
PEKING'S DECISION TO IMPORT CRUDE OIL FROM IRAQ AND 
ALGERIA- OIL WHICH WILL ENTER CHINA THROUGH SOUTH 
CHINA PORTS— UNDOUBTEDLY IS COINCIDENTAL. NEVERTHE- 
LESS. THE REPORT ILLUSTRATES ONE OF THE REASONS BEHIND 
THE IMPORTS. (SECRET/NOFORN) 
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7. CHINA TO SUPPLY MORE CRUDE OIL TO JAPAN 

THE HONG KONG PRESS CARRIED NEWS REPORTS FROM JAPAN 
JUNE 17 THAT CHINA HAD AGREED TO SUPPLY JAPAN WITH A 
FURTHER 1.5 MILLION TONS OF CRUDE OIL IN ADDITION TO THE 
2.5 MILLION TONS ALREADY CONTRACTED FOR. THE TOTAL OF 
FOUR MILLION TONS TO BE SUPPLIED IN 1974 COMPARES WITH A 
TOTAL OF ONE MILLION TONS OF CHINESE CRUDE IMPORTED BY 
JAPAN LAST YEAR. PRESS REPORTS ALSO STATE THAT THE 
CHINESE HAVE AGREED TO SUPPLY AT LEAST AS MUCH CRUDE OIL 
IN 1975 AS IS SUPPLIED IN 1974. 
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ONE POSSIBLE HITCH COULD DEVELOP OVER CHINESE PRICES, 
WHICH AT US $14.80 A BARREL ARE OVER US $3.00 A BARREL 
HIGHER THAN INDONESIAN CRUDE. A JAPANESE CONGENOFF 
IN HONG KONG STATED THAT THE JAPANESE COMPANIES IMPORTING 
THE OIL WOULD SOON BEGIN PRICE NEGOTIATION IN PEKING AND 
EXPECT THE CHINESE TO BRING THEIR PRICES MORE IN LINE 
WITH INTERNATIONAL LEVELS. (LIMITED OFFICIAL USE) 

8. PRC RED CROSS AID TO PERU 

NCNA OF JUNE 19 CARRIED A REPORT FROM LIMA THAT PRC 
AMBASSADOR CHIAO JO-YU PRESENTED THE GOVERNMENT OF PERU 
WITH RMB 300,000 (ABOUT US$150,000) AND 10,000 BLANKETS 
FOR FLOOD VICTIMS ON BEHALF OF THE CHINESE RED CROSS. 
ALTHOUGH, IN THE PAST, RED CROSS DONATIONS HAVE BEEN A 
REGULAR FEATURE OF PRC AID, THIS IS THE FIRST CHINESE 
RED CROSS RELIEF DONATION THIS YEAR. (UNCLASSIFIED) 

9. CHINA BUYS EQUIPMENT AT FRENCH EXHIBITION IN PEKING 
ACCORDING TO AFP, SOME 50 TO 60 PERCENT (BY VALUE) OF 

THE EQUIPMENT SHOWN AT THE RECENT FRENCH EXHIBITION IN 
PEKING (SEE ER 12) WAS SOLD TO THE CHINESE. SALES IN- 
CLUDED AN "IRIS 60" COMPUTER WORTH US$1.6 MILLION, WHICH 
AFP REPORTS WILL BE ONE OF THE MOST ADVANCED IN CHINA S 
POSSESSION. 

A FRENCH TRADE OFFICER IN HONG KONG CONFIRMED THE 
AFP REPORT, SAYING THAT CLOSE TO 60 PERCENT OF THE 
EQUIPMENT WAS SOLD, AND THAT NUMBER OF FRECH COMPANY 
REPRESENTATIVES ARE STILL IN PEKING NEGOTIATING FOLLOW-UP 
DEALS. ALTHOUGH HE COULD NOT PUT A VALUE FIGUE ON THE 
SALES, HE COMPARED THE RESULTS OF THE EXHIBITIONTO THE 
SECRET 
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BRITISH INDUSTRIAL EXHIBITION OF LAST YEAR, WHICH SOLD 
OVER US$5 MILLION. HE EMPHASIZED, HOWEVER, THAT THE 
FRENCH EXPECT MOST OF THE BENEFIT FROM THE EXHIBITION TO 
COME FROM THE GROUNDWORK IT LAID FOR FUTURE SALES. 

A FRENCH EXHIBITOR FROM PEKING, RETURNING THROUGH 
HONG KONG, INFORMED CONGENOFFS THAT THE EXHIBITORS WERE 
IN GENERAL DISAPPOINTED AT ONLY SELLING 60 PERCENT OF 
THEIR EQUIPMENT , SINCE PREVIOUS EXHIBITIONS HAD SOLD AS 
HIGH AS 80 PERCENT. COMPANIES SELLING MACHINE TOOLS AND 
MINING EQUIPMENT WERE PARTICULARLY DISAPPOINTED AT THE 
LACK OF INTEREST SHOWN THEIR PRODUCTS BY THE CHINESE. 

THE CHINESE SHOWED CONSIDERABLE INTEREST, HOWEVER, IN 
ELECTRONICS EQUIPMENT, WHICH, HE POINTED OUT, CONTAINED 
A SIZEABLE AMOUNT OF U.S. COMPONENTS. HIS OWN COMPANY, 
REPRESENTING SEVERAL ELECTRONICS COMPANIES, SUCCESSFULLY 
SOLD ABOUT US$400,000 WORTH OF EQUIPMENT OF HONEYWELL 
BULL, A FRENCH SUBSIDIARY OF HONEYWELL. (LIMITED OFFICIAL 
USE) 
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10. RECENT REPORTS ON ECONOMIC TOPICS 

HK 7187 TALKS ON PRC-JAPAN FISHERIES AGREEMENT 

HK 7030 APPEARANCES OF CCPIT VICE CHAIRMAN 

HK 6788 PRC: BULGARIAN MARITIME AGREEMENT 

A-158 CHINA'S PORTS 

CROSS 
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